BEPARTMENT OF TAXATION AND FIMANCE
BOARD OF COMFEREES - CORPORATION TAX BURRAU

’ In the Mattexr of the Applications of :

|

FIAS A LAY RS yUREP VRS N [ 1
‘ (Yormerly Magna Theatre Cerporation) Hearing Case No. g*”
‘ $ |
| for revision or refund of franchise
‘ taxes wunder Article 9A of the Tax Law :
| for the fiscal years ended January 31,
| 1960 and 1961. H

The taxes were sudited and stated on August 18, 1961 and ttb |
9, 1962. Applications for revision or refund wers filed on August 14,2963. .

Question involved: Right of taxpayer to a business allou#hn.
The taxpayer computed and paid the following taxes: ‘

Janvary J1, 1960

Business Income ($824,602.53) x 100% N.Y.
Investment Income ($116,086.72) x 18.02% N.Y.
Total allocated income ‘ ‘

Tax at 5¥%

Plus Subsidiary Capital Tax

Total Tax

|
|
|
i
[
i

Jenuary 31, 1961

Business Capital ($1,982,662) x 100% N.Y.
Investment Capital ($3,342,102) x 20.3% N.Y.
Total allocated capital

Tax at 1 Mill

Plus Subsidiary Capital Tax |
Total Tax $ 2,134

|
An informal hearing was held in Albany on Jsnuary 25, 1963 befere
William F. Sullivan, Conferse, with the taxpayer being represented by
Mr. A, E. Bollengier, Treasurer, and Mr. John Brundage and Mr. J R.
‘ Thornton of Lybrand, Ross Bros. & Montgomery, 2 Broadway, New York, W.Y.

The applications, testimony taken, and additional utmim
furnished, indicate the following:

Magna Pictures Corporation (formexly Magna Theatre Juon)
(herein called the company), was incorporated in the state of Mo
in 1952. The company is engaged As & producer and distributor of metion

pictures throughout the world. The company's principal nuvi.:y te ut:
has been the financing and distribution of two feature films, “wcu
and "South Pacific.” Distribution of "Cklshoma” and "South Pacifis” has
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generally operated in two ways. The Todd-AO versions of these motion
pictures have been distributed by the company through its own repre-
sentatives while distribution of the Cinemascope versions of the
wmotion pictures has been subcontracted, by the company, to Tiunc::ch
Century-Fox Film Corporation (herein called TCFFC). The agreements
with TCFFC provide for TCFFC to receive a percentage of the gross
rentals after deducting certain distribution costs such as advertising,
ete,

The company, in conjunction with its film distribution ts,
makes f£filk prints from a negative. These prints are stored in film
storage lockexs throughout the world. The prints, when rented for a
showing, are delivered to the theatre from the film storage locker aml
upon completion of the rental period are returned to the storage lecker.
The company contends that it has income producing properties stored
outside the state of New York and that these storage locations
stitute regular places of business as defined in regulation sect 4.11
of Article 9A of the New York State law. |

In addition to having regular places of business located eutside
¢f Hew York State the company has had a permanent place of business
located in London, England since 1959. This office is occupied by a
vice president who handles the entire distribution in Great Britain,

of the company's motion pictures "South Pacific" and "Oklahome."

We agree with the taxpayer that the locstiom of its film pwh
in storage lockers throughout the world constitutes “regular p 4
of business” under Section 4.11 of Ruling of State Tax Commission,and.
it is, therefore, entitled to a business allocation. 1

At the hearing and in information subsequently lub-tttcd.%thi
taxpayer has vefified to our satisfaction the business allocation claimed
on the rider attached to forms CI-7. }

This Board recommends that the tazes be corrected as !ollﬁvl:

January 31, 1960 |
Business Income  $824,631.52 x 39.19%7 N.Y. s $323,173.
2x1 ‘

R.Y
Investment Incowme $116,086.7 8.022 NY. =
Total Allocated Income

Tax at 5¥%
Subsidiary Capital Tax :
Total Tax - $ 18,971,
Original Tax ’
Credit $ 27,579.24
. Japuaxy 31, 1961
Business Income $548,130.08 x 33.98% N. Y., = ‘106.254.!%
Investment Income 171,600.00 x 20.3% N.Y. &
Total Allocated Income $221,089.
Tax at 5¥1 12,159.92
Subsidiary Capital Tax 52.
Total Tax 12 » 212 'Y
Original Tax 2,788.41

|
{
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The increase in tax in the sbove assessment is due to a Vedewsl
changs in net income as reported on the report for the fiscal year ended
Janvaxy 31, 1964, |

danuexy 31, 1962

Business Income § 98,726.97 x 29.82% X.Y., = $29,440.3 o
Iovestwent Income 165,647.94 x 08.1354% N.¥, s : ,,
Total Allocated Income

Tex at S\ 2,362.10
Subsidiaxy Capital Tax : 9.
Total Tax ‘ - 2,001,8
Remittances with tentative report
Credit | ,

/s/ WILLIAM F. SULLIVAN

“Chairman

/s/ ; D. H. GILHOCLY

ws:e

April 21, 1963




